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Offered: A/22/87
Referred: Finance

5-0732L

O r i g i n a l  s p o n s o r : T h e  S e n a t e  S p e c i a l  C o m m i t t e e  
o n  O i l  a n d  G as

1 IN  THE SENATE BY  THE RESOURCES COMMITTEE

2 CS FOR SENATE B I L L  NO. 1 8 2  ( R e s o u r c e s )

3 IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA

A F IFTEEN TH  LEG ISLA TURE  -  F I R S T  SE SS IO N

5 A B I L L

6 F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  t h e  w r i t t e n  f i n d i n g s  r e q u i r e d  f o r

7 c e r t a i n  s t a t e  o i l  a n d  g a s  l e a s e  s a l e s . "

8 BE I T  ENACTED BY THE LEG ISLATURE  OF THE STATE OF ALASKA :

9 *  S e c t i o n  1 ,  AS 3 8 . 0 5 . 0 3 5 ( e )  i s  am en d e d  t o  r e a d :

1 0  ( e )  U p o n  a  w r i t t e n  f i n d i n g  t h a t  t h e  i n t e r e s t s  o f  t h e  s t a t e  w i l l

1 1  b e  b e s t  s e r v e d ,  t h e  d i r e c t o r  m a y ,  w i t h  t h e  c o n s e n t  o f  t h e  c om m is -

12  s i o n e r ,  a p p r o v e  c o n t r a c t s  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f

13 a v a i l a b l e  l a n d ,  r e s o u r c e s ,  p r o p e r t y  o r  i n t e r e s t s  i n  t h e m ,  a n d ,  i n

1A a d d i t i o n  t o  t h e  c o n d i t i o n s  a n d  l i m i t a t i o n s  im p o s e d  b y  l a w ,  may im p o s e

15  a d d i t i o n a l  c o n d i t i o n s  o r  l i m i t a t i o n s  i n  t h e  c o n t r a c t s  a s  t h e  d i r e c t o r

16  d e t e r m i n e s ,  w i t h  t h e  c o n s e n t  o f  t h e  c o m m i s s i o n e r ,  w i l l  b e s t  s e r v e  t h e

17 i n t e r e s t s  o f  t h e  s t a t e .  A c o n t r a c t  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r

18  d i s p o s a l  o f  a v a i l a b l e  l a n d  o r  a n  i n t e r e s t  i r .  l a n d  i s  n o t  l e g a l l y

1 9  b i n d i n g  o n  t h e  s t a t e  u n t i l  t h e  c o m m i s s i o n e r  a p p r o v e s  t h e  c o n t r a c t  b u t

2 0  i f  t h e  a p p r a i s e d  v a l u e  i s  n o t  g r e a t e r  t h a n  § 5 0 , 0 0 0  i n  t h e  c a s e  o f  t h e

2 1  s a l e  o f  l a n d  o r  a n  i n t e r e s t  i n  l a n d ,  o r  § 5 , 0 0 0  i n  t h e  c a s e  o f  t h e

2 2  a n n u a l  r e n t a l  o f  l a n d  o r  i n t e r e s t  i n  l a n d ,  t h e  d i r e c t o r  may e x e c u t e

2 3  t h e  c o n t r a c t  w i t h o u t  t h e  a p p r o v a l  o f  t h e  c o m m i s s i o n e r .  B e f o r e  a

2A p u b l i c  h e a r i n g ,  i t  h e l d ,  o r  i n  a n y  c a s e  n o  l e s s  t h a n  2 1  d a y s  b e f o r e

2 5  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f  a v a i l a b l e  l a n d ,  p r o p e r t y ,  r e -

2 6  s o u r c e s ,  o r  i n t e r e s t s  i n  t h e m ,  t h e  d i r e c t o r  s h a l l  m ake  a v a i l a b l e  t o

2 7  t h e  p u b l i c  a  w r i t t e n  f i n d i n g  t h a t  s e t s  o u t  t h e  f a c t s  a n d  a p p l i c a b l e

2 8  l a w  u p o n  w h i c h  t h e  d e t e r m i n a t i o n  t h a t  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s -

2 9  p o s a l  w i l l  b e s t  s e r v e  t h e  i n t e r e s t s  o f  t h e  s t a t e  w as  b a s e d .  A w r i t t e n

SB0182c -1- CSSB 182(Res)



1 f i n d i n g  i s  n o t  r e q u i r e d  b e f o r e  t h e  a p p r o v a l  o f

2  ( 1 )  a  c o n t r a c t  f o r  a  n e g o t i a t e d  s a l e  a u t h o r i z e d  u n d e r

3 AS 3 8 . 0 5 . 1 1 5 ;

4  ( 2 )  a  l e a s e  o f  l a n d  f o r  a  s h o r e  f i s h e r y  s i t e  u n d e r  AS 3 8 . -

5 0 5 . 0 8 2 ;
6 ( 3 )  a  p e r m i t  o r  o t h e r  a u t h o r i z a t i o n  r e v o c a b l e  b y  t h e  cora -

7 m i s s i o n e r ;

8 ( 4 )  a  m i n e r a l  c l a i m  l o c a t e d  u n d e r  AS 3 8 . 0 5 . 1 9 5 ;

9 ( 5 )  a  m i n e r a l  l e a s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 5 ;  [O R ]

10 ( 6 )  a  p r o d u c t i o n  l i c e n s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 7 ; o r

11  ( 7 )  a n  o i l  o r  g a s  l e a s e  s a l e  u n d e r  AS 3 8 . 0 5 . 1 8 0 ( d ) .  i f

12  w i t h i n  3 6  m o n t h s  b e f o r e  t h e  l e a s e  s a l e  a  w r i t t e n  f i n d i n g  u n d e r  t h i s

13 s u b s e c t i o n  h a s  b e e n  made  f o r  t h e  a r e a  o f  t h e  p r o p o s e d  l e a s e  s a l e  o r

14 f o r  a n  a r e a  t h a t  i s  c o n t i g u o u s  w i t h  o r  a d j a c e n t  t o  t h e  a r e a  o f  t h e

15 p r o p o s e d  l e a s e  s a l e .

CSSB 182(Res) -2- SB0182c



SENATE SPECIAL COMMITTEE 
ON OIL AND GAS

Senator Bettye Fahrenkamp P.O. Box V, State Capitol
Chairman Juneau, Alaska 99811

Senator Jack Coghill (907 )465-3834
Senator Paul Fischer

M E M O R A N D U M

TO: Senator Johne Binkley, Co-Chairman
Senate Finance Committee

<gggfo  ALASKA STATE LEGISLATURE

mp/l Chai:FROM: Senator Bettye Fahrenkamp/'Chairman
Senate Special Committee on Oil and Gas

RE: Committee Hearing on SB 182

DATE: April 30, 1987

I would appreciate your scheduling SB 182, An Act relating to the 
written findings required for certain state oil and gas lease 
sales, for a hearing before the Senate Finance Committee.

Current statute requires that all proposed state oil and gas 
lease sales be included in a yearly five year leasing program 
submitted to the legislature. However, under certain 
circumstances, sales that are not included in the five year plan, 
or "exempt sales", may be held. Exempt sales usually include 
previously offered leases, areas adjacent to those leases, or 
areas in which industry has shown high interest. Current statute 
requires that a written best interest finding be made for most 
exempt sales.

SB 182 would waive the best interest finding requirement for 
exempt sales if a previous finding has been made for that area 
within the preceding three years. This change may enable the 
department to add new areas to the leasing schedule with reduced 
administrative costs and delay.
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Offered: 4/22/87
Referred: Finance

5-0732L

O r i g i n a l  s p o n s o r :  T h e  S e n a t e  S p e c i a l  C o m m i t t e e
o n  O i l  a n d  G a s

IN  THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE B I L L  NO. 1 8 2  ( R e s o u r c e s )

IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA 

F IFTEEN TH  LEG IS LA TU RE  -  F I R S T  SE SS IO N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  t h e  w r i t t e n  f i n d i n g s  r e q u i r e d  f o r

c e r t a i n  s t a t e  o i l  a n d  g a s  l e a s e  s a l e s . "

BE I T  ENACTED BY THE LEG ISLATURE  OF THE STATE OF ALASKA :

*  S e c t i o n  1 .  AS 3 8 . 0 5 . 0 3 5 ( e )  i s  am e n d e d  t o  r e a d :

( e )  U p o n  a  w r i t t e n  f i n d i n g  t h a t  t h e  i n t e r e s t s  o f  t h e  s t a t e  w i l l  

b e  b e s t  s e r v e d ,  t h e  d i r e c t o r  m a y ,  w i t h  t h e  c o n s e n t  o f  t h e  c om m is ­

s i o n e r ,  a p p r o v e  c o n t r a c t s  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f

a v a i l a b l e  l a n d ,  r e s o u r c e s ,  p r o p e r t y  o r  i n t e r e s t s  i n  t h e m ,  a n d ,  i n

a d d i t i o n  t o  t h e  c o n d i t i o n s  a n d  l i m i t a t i o n s  im p o s e d  b y  l a w ,  may  im p o s e

a d d i t i o n a l  c o n d i t i o n s  o r  l i m i t a t i o n s  i n  t h e  c o n t r a c t s  a s  t h e  d i r e c t o r  

d e t e r m i n e s ,  w i t h  t h e  c o n s e n t  o f  t h e  c o m m i s s i o n e r ,  w i l l  b e s t  s e r v e  t h e  

i n t e r e s t s  o f  t h e  s t a t e .  A c o n t r a c t  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r  

d i s p o s a l  o f  a v a i l a b l e  l a n d  o r  a n  i n t e r e s t  i n  l a n d  i s  n o t  l e g a l l y  

b i n d i n g  o n  t h e  s t a t e  u n t i l  t h e  c o m m i s s i o n e r  a p p r o v e s  t h e  c o n t r a c t  b u t  

i f  t h e  a p p r a i s e d  v a l u e  i s  n o t  g r e a t e r  t h a n  $ 5 0 , 0 0 0  i n  t h e  c a s e  o f  t h e  

s a l e  o f  l a n d  o r  a n  i n t e r e s t  i n  l a n d ,  o r  $ 5 , 0 0 0  i n  t h e  c a s e  o f  t h e  

a n n u a l  r e n t a l  o f  l a n d  o r  i n t e r e s t  i n  l a n d ,  t h e  d i r e c t o r  m ay  e x e c u t e  

t h e  cc  t r a c t  w i t h o u t  t h e  a p p r o v a l  o f  t h e  c o m m i s s i o n e r .  B e f o r e  a  

p u b l i c  h e a r i n g ,  i f  h e l d ,  o r  i n  a n y  c a s e  n o  l e s s  t h a n  2 1  d a y s  b e f o r e

t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f  a v a i l a b l e  l a n d ,  p r o p e r t y ,  r e ­

s o u r c e s ,  o r  i n t e r e s t s  i n  t h e m ,  t h e  d i r e c t o r  s h a l l  m ak e  a v a i l a b l e  t o  

t h e  p u b l i c  a  w r i t t e n  f i n d i n g  t h a t  s e t s  o u t  t h e  f a c t s  a n d  a p p l i c a b l e  

l a w  u p o n  w h i c h  t h e  d e t e r m i n a t i o n  t h a t  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s ­

p o s a l  w i l l  b e s t  s e r v e  t h e  i n t e r e s t s  o f  t h e  s t a t e  was b a s e d .  A w r i t t e n

SB0182c -1- CSSB 182(Res)



1 f i n d i n g  i s  n o t  r e q u i r e d  b e f o r e  t h e  a p p r o v a l  o f

2 ( 1 )  a  c o n t r a c t  f o r  a  n e g o t i a t e d  s a l e  a u t h o r i z e d  u n d e r

3 AS 3 8 . 0 5 . 1 1 5 ;

4  ( 2 )  a  l e a s e  o f  l a n d  f o r  a  s h o r e  f i s h e r y  s i t e  u n d e r  AS 3 8 . -

5 0 5 . 0 8 2 ;
6 ( 3 )  a  p e r m i t  o r  o t h e r  a u t h o r i z a t i o n  r e v o c a b l e  b y  t h e  c om -

7 m i s s i o n e r ;

8 ( 4 )  a  m i n e r a l  c l a i m  l o c a t e d  u n d e r  AS 3 8 . 0 5 . 1 9 5 ;

9 ( 5 )  a  m i n e r a l  l e a s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 5 ;  [O R ]

1 0  ( 6 )  a  p r o d u c t i o n  l i c e n s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 7 ; o r

1 1  ( 7 )  a n  o i l  o r  g a s  l e a s e  s a l e  u n d e r  AS 3 8 . 0 5 . 1 8 0 ( d ) .  i f

1 2  w i t h i n  3 6  m o n t h s  b e f o r e  t h e  l e a s e  s a l e  a  w r i t t e n  f i n d i n g  u n d e r  t h i s

1 3  s u b s e c t i o n  h a s  b e e n  m ade  f o r  t h e  a r e a  o f  t h e  p r o p o s e d  l e a s e  s a l e  o r

1 4  f o r  a n  a r e a t h a t  i s  c o n t i g u o u s  w i t h  o r  a d j a c e n t  t o  t h e  a r e a  o f  t h e

15  p r o p o s e d  l e a s e  s a l e .

CSSB 182(Res) -2- SB0182c



MEMORANDUM State of Alaska
DEPARTMENT OF NATURAL RESOURCES ^  DIVISION OF OIL AND GAS

to: Carol Wilson, Special Assistant date: February 3, 1987
to the Commissioner

FILE NC:

lEirniour no 762-4241

subject-. Proposals to Streamline 
Exempt Lease Sale Process

While I was in Juneau the week of January 26-30, I was asked by both Senator 
Bettye Fahrenkamp and Senator Jack Coghill for recommendations an how to 
promote early exploration of the state's lands; specifically, how to 
streamline the procedures for exempt oil and gas lease sales. On January 30, 
Ned Farquhar called me on behalf of Representative Sam Cotten and said that 
Rep. Cotten might be interested in possible changes to Title 38 that would 
make it easier to hold exempt acreage sales.

At present, exempt acreage sales must follow all of the procedural "hoops" ^ 
required of scheduled sales. One way to streamline the process would be to 
apply previous best interest findings under AS 38.05.035 to the exempt sale 
area. This would greatly reduce administrative costs and delay. I am sending 
you a suggested change to AS 38.05.035 that would enable the state to hold 
exempt sales without having' to write preliminary or final .035 best interest 
findings if the leases offered are in, contiguous with or adjacent to an area 
for which a written .035 finding has been prepared during the preceding 36 
months. I would appreciate your discussing this proposal with the 
Commissioner, and if it meets with her approval, transmitting it on my behalf 
to Senators Fahrenkamp and Coghill and Representative Cotten.

AS 38.05.035(e). Amend by adding a new section (7), as fnllows: "{7) an 
exempt oil and gas lease sale under AS 38.05.180(d) for which a written 
finding has been issued, within a period of 36 months before the date of the 
sale, for the area of the proposed sale, or for contiguous or-adjacent areas.*

cc: Mark Worcester 
Pam Rogers
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C o m m e n t s  of 
D. M. S m i t h  

E x x o n  C o m p a n y , U.S. A .
S e n a t e  S p e c i a l  C o m m i t t e e  on Oil a n d  G a s

S B - 182 
M a r c h  24, 1987

G o o d  A f t e r n o o n .  M y  n a m e  is D a n  S m i t h  arid 7 a m  a S e n i o r  G o v e r n m e n t  
A f f a i r s  R e p r e s e n t a t i v e  w i t h  E x x o n  C o m p a n y ,  U . S . A .  1 a p p e a r  b e f o r e  
y o u  t o d a y  t o  o f f e r  E x x o n ' s  s u p p o r t  for S e n a t e  Bill 182.

C u r r e n t  law r e q u i r e s  t h a t  la n d  n o t  i n c l u d e d  on the s t a t e s  five y e a r  

l e a s e  p r o g r a m  f o r  t w o  y e a r s  c a n  o n l y  be o f f e r e d  for l e a s i n g  u n d e r  
s p e c i f i c  c o n d i t i o n s .  M o s t  of t h o s e  conditions, r e q u i r e  t h a t  the 

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  must., a f t e r  a h e a r i n g ,  m a k e  a 
w r i t t e n  f i n d i n g  in o r d e r  t o  l e a s e  t h e  l a n d s  in q u e s t i o n .  S u c h  l a n d s  
i n c l u d e  l a n d  c o n t i g u o u s  t o  a l r e a d y  l e a s e d  p r o p e r t i e s ,  land a d j a c e n t  
to land o w n e d  o r  c o n t r o l l e d  b y  a n o t h e r  p a r t y  on w h i c h  d i s c o v e r i e s  o f  
c o m m e r c i a l  q u a n t i t i e s  h a v e  b e e n  made, o r  la n d  a d j a c e n t  to land 
i n c l u d e d  in t h e  F e d e r a l  0 C 5  l e a s i n g  p r o g r a m .

B y  s t r e a m l i n i n g  the p r e - l e a s i n g  r e q u i r e m e n t s  to u s e  e x i s t i n g  
f i n d i n g s  f o r  t h e s e  w e l l  s t u d i e d  areas, this bill w o u l d  
s i m u l t a n e o u s l y  h e l p  the s t a t e  a v o i d  u n n e c e s s a r y  c o s t s  a n d  f a c i l i t a t e  
l e a s i n g  in k n o w n  a r e a s  of i n t e r e s t .  In s u p p o r t i n g  t h i s  bill, w e  
w o u l d  h o p e  t h a t  this a c c e l e r a t e d  t i m i n g  w o u l d  n o .  be s o  r a p i d  as to 
d e p r i v e  p o t e n t i a l  b i d d e r s  of t i m e  to a d e q u a t e l y  p r e p a r e  to 
p a r t i c i p a t e  in a l e a s e  sale.

W e  a p p r e c i a t e  t h e  o p p o r t u n i t y  to c o m m e n t .

J D H / 4 2 8 4 :dag 
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(5) when the director determines it is in the best interest of the state 

and will avoid injustice to a person or the heirs or devisees of a person, 
dispose of land, by direct negotiation to that person who presently uses 
and who used and made improvements to that land before January 3, 
1959 or to the heirs or devisees of the person; the amount paid for the 
land shall be its fair market value on the date that the person first 
entered the land, as determined by the director; a parcel of land dis­
posed of under this paragraph shall be of a size consistent with the 
person’s prior use, but may not exceed five acres;

(6) dispose of an interest in land limited to use for agricultural 
purposes by lottery;

(7) convey to an adjoining landowner for its fair market value a 
remnant, of land that the director considers unmanageable or a parcel 
of land created by a highway right-of-way alignment or realignment, 
or a parcel created by the vacation of a state-owned right-of-way if

(A) the director determines that it is in the best interests of the state;
(B) the parcel does not exceed the minimum lot size under an 

applicable zoning code; and
(C) this director and the platting authority having land use planning 

jurisdiction agree that conveyance of the parcel to the adjoining 
landowner will result in boundaries that are convenient for the use of 
the land by the landowner and compatible with municipal land use 
plans;

(8) for good cause extend for up to 90 days the time for rental or 
installment payments by a lessee or purchaser of state land under this 
chapter if reasonable penalties and interest set by the director are paid;

(9) quitclaim land or an interest in land to the federal government 
on a determination that the land or the interest in land was wrongfully 
or erroneously conveyed by the federal government to the state.

(c) A parcel of land may be conveyed under (b) of this section without 
classification or reclassification under AS 38.05.300.

(d) A parcel of land described in (b) (7) of this section must be sold 
at its fair market value as determined by the director on the basis of 
an appraisal completed as provided in AS 38.05.840. Nothing in this 
subsection prevents the sale of land under AS 38.05.055 or 38.05.057 
to a person not qualifying as an adjoining landowner if the adjoining 
landowner declines to purchase the land.

(e) Upon a written finding that the interests of the state will be best 
served, the director may, with the consent of the commissioner, 
approve contracts for the sale, lease, or other disposal of available land, 
resources, property or interests in them, and, in addition to the condi­
tions and limitations imposed by law, may impose additional condi­
tions or limitations in the contracts as the director determines, with 
the consent of the commissioner, will best serve the interests of the 
state. A contract for the sale, lease, or other disposal of available lanu 
or an interest in land is not legally binding on the state until the

25
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commissioner approves the contract but if the appraised value is not 
greater than $50,000 in the case of the sale of land or an interest in 
land, or $5,000 in the case of the annual rental of land or interest in 

“lartdrthedirectpr may execute the contract without the approval of the 
commissioner. Before a public hearing, if held, or in any case no less 
than 21 days before the sale, lease, or other disposal of available land, 
property, resources, or interests in them, the director shall make avail­
able to the public a written finding that sets out the facts and 
applicable law upon which the determination that the sale, lease, or 
other disposal will best serve the interests of the state was based-.- A 
written finding is not required before the approval of ■

( i f  a contract for a negotiated sale authorized-under AS 38.05.115;
(2) a lease of land for a shore fishery site under AS'38.05.082;
(3) a permit or other authorization revocable by the commissioner;
(4) a mineral claim located under AS 38.05.195; - ■
(5) a mineral lease issued under AS 38.05.205; o r ..........
(6) a production license issued under AS 38.05.207.
(f) The director shall grant a preference right to the purchase or 

lease without competitive bid of up to five acres of state land to an 
individual who has erected a building on the land and used the land for 
bona fide business purposes for five or more years under a federal 
permit or without the need for a permit-and, after selection by the state, 
under a state use permit or lease, if the business produced no less than 
25 percent of the total income of the applicant for the five years 
preceding the application to purchase or lease the land. The director 
shall sell or lease the land at a price determined by the director to 
represent the current fair market value of the unimproved land but in 
no event less than the cost of administration including survey if 
required. If the director determines in-a written finding that the pur­
chase or lease of the land would interfere with public use by residents 
of the area, the director may condition the purchase or lease to mitigate 
the adverse effects on the public use or may reject the application for 
the preference right. A lease granted under this subsection may not be 
for a period in excess of 50 years,:In this subsection, "business 
purposes” means a purpose permitted under the classification.of the 
land at the time the land was entered. (§ 5 art II ch 169 SLA 1959; am 
§ 1 ch 57 SLA 1960; am §§ 2 — 4 ch 61 SLA I960; am § 1 ch 55 SLA 
1962: am § 1 ch 56 SLA 1964; am § lch98SLA 1964; am § lch5SLA 
1965; am § 1 ch 58 SLA 1965; am § 1 ch 194 SLA 1968; am § 1 ch 164 
SLA 1972; am 2, 3 ch 257 '21 A. 1976; am §§ 1, 2 ch 176 SLA 1978; 
am § 15 ch 181 SLA 1978; am !> 20 ch 182 SLA 1978; am § lch6lSLA 
1980; am §§ 9 — 13 ch 113 SLA 1981; am §§ 19, 20, 88 ch 152 SLA 
1984)

'' >

Revisor’s notes. — In 1981, in subsec­
tion lb) (7), the word "convey" was substi­
tuted for "dispose" at the beginning of the

paragraph and in subsection (d), the words 
"of lend" were added following "parcel” 
under AS 01.05.031.

»
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per cent of the quantity or gross value of the output of potassium 
compounds and other related products, except sodium, at the point of 
shipment to market. The commissioner may lease land known to con­
tain valuable deposits of potassium compounds that is not covered by 
permits or leases through advertisement, competitive bidding, or other 
methods prescribed by regulation. The area covered by the lease may 
not exceed 2,560 acres.

(b) Each lease shall be conditioned upon payment by the lessee of a 
royalty of not less than two per cent of the quantity or gross value of 
the output of potassium compounds and other related products, except 
sodium, at the point of shipment to market, and the payment in 
advance of a rental of 25 cents an acre for the first calendar year or 
fraction of it, 50 cents an acre for the second calendar year, third 
calendar year, fourth calendar year, and fifth calendar year, and 51 an 
acre a year thereafter during the continuance of the lease. The rental 
for any one year shall be credited against royalties accruing for that 
year.(c) Each lease shall be for a term of 20 years and so long thereafter 
as the lessee complies with the terms and conditions of the lease. 
(§ 3(6) art VIII ch 169 SLA 1959)

Sec. 38.05.180. Oil and gas leasing, (a) The legislature finds that
(1) the people of Alaska have an interest in the development of the 

state’s oil and gas resources to
(A) maximize the economic and physical recovery of the resources;
(B) maximize competition among parties seeking to explore and 

develop the resources;
(C) maximize use of Alaska’s human resources in the development 

of the resources;
(2) it is in the best interests of the state to encourage an assessment 

of its oil and gas resources and to allow the maximum flexibility in the 
methods of issuing leases to

(A) recognize the many varied geographical regions of the state and 
the different costs of exploring for oil and gas in these regions;

(B) minimize the adverse impact of exploration, development, pro­
duction, and transportation activity.

(b) The commissioner shall annually prepare and submit to the leg­
islature, between the first and the fifteenth day of each regular legisla­
tive session, a five-year proposed oil and gas leasing program 
consisting of a schedule of proposed lease sales and specifying as pre­
cisely as practicable the location of tracts proposed to be offered for oil 
and gas leasing during the calendar year in which the proposed pro­
gram is submitted to the legislature and the following four calendar 
years.ic) Except as provided in id) and iwi of this section, an oil and gas 
lease sale may not be held unless it was included in the proposed 
leasing programs submitted to the legislature during the two calendar
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yea rs  p reced ing the y e a r  in which the s a le  is he ld , A lease  s a le  sh a ll 
be he ld  du rin g  the c a le n d a r q u a rte r fo r which i t  is schedu led in the 
proposed o il and  gas le a s in g  p rog ram  bu t m ay be de layed  bv th e  com ­
m iss ion e r fo r n o t m o re  than  9 0  days a fte r the la s t day o f  the  ca lend a r 
q u a r te r  fo r  wh ich i t  w as schedu led i f  the  com m iss ione r d e te rm ines th a t 
a d e lay  is in  th e  best in te re s t o f  the sta te . A  lease s a le  which is n o t he ld  
d u rin g  the c a le n d a r q u a r te r  fo r  wh ich it w as schedu led in  the o i l and 
gas le a s in g  p rog ram , o r  in th e  fo llow in g  90 -d ay  period au th o rized  by 
th is  subsection , m ay  be he ld  on ly  i f  reschedu led as p rov ided in  (b ) o f  
th is  section . A  lease s a le  m ay  no t be he ld  be fo re  th e  date i t  is schedu led 
in  the p roposed o il and  gas le a s in g  p rog ram .

(d ) T he  com m iss ione r m ay  issue o il and gas leases in  an  a re a  th a t 
has n o t been inc luded  in  a le a s in g  p rog ram  subm itted , in  accordance 
w ith  (b ) o f th is  section , to th e  le g is la tu re  i f

(1 ) the  la n d  to be leased w as p re v io u s ly  sub ject to a v a lid  s ta te  o r 
fed e ra l o il and  gas le a se ; o r

(2 ) th e  land  to  be leased is contiguous to  land  a lre a d y  unde r s ta te , 
fed e ra l o r  p r iv a te  lease  and th e  com m iss ioner m akes a w ritte n  fin d ing , 
a fte r h ea rin g , th a t le a s in g  o f  the la n d  w ou ld  re s u lt  in  a  su b s tan tia l 
p ro b ab ility  o f  e a r ly  e v a lu a tio n  and  deve lopm en t o f  th e  land  to  be 
leased ; o r

(3 ) th e  la n d  to  be leased  is ad jacen t to la n d  owned o r c on tro lle d  by 
an o th e r p a rty  on  which a d iscove ry  o f  com m erc ia l q u an tit ie s  o f  o i l o r 
gas has been m ade, and  the  com m iss ioner finds, a fte r h e a rin g , th a t 
th e re  is  a  re a son ab le  p ro b a b ility  th a t the  la n d  to be leased  con ta in s o il 
o r  gas in  com m un ica tion  w ith  the  o i l o r gas discovered on the la n d  o f 
the  o th e r p a rty ; o r

(4 ) th e  land  to  be leased  is ad jacen t to la n d  inc luded in  the fed e ra l 
f iv e -y e a r O u te r C on tin e n ta l S h e lf  le a s in g  p rog ram  unde r 4 3  U .S .C . sec. 
1344 , and  the  com m iss ione r m akes a w ritten  fin d ing , a fte r  h ea rin g , 
th a t coo rd in a ted  o r s im u ltan eou s  le a s in g  w ith  the fed e ra l gove rnm en t 
is in  th e  pub lic  in te re s t .

(e ) S im u lta n e ou s ly  w ith  subm iss ion  o f  the  le a s in g  p rog ram  requ ired  
unde r (b ) o f th is  section , the com m iss ioner s h a ll subm it to  the  le g is la ­
tu re  a  re p o rt c on ta in in g  the fo llow ing :

(1 ) th e  schedu le o f  a l l  k  ase sa le s  h e ld  d u rin g  th e  p reced ing  c a le n d a r , 
y e a r, th e  b idd ing m ethod o r m ethods u tilized , and  an  a n a ly s is  o f  the 
re su lts  o f  the b idd ing ;

(2 ) i f  d e te rm ined , a  desc rip tion  o f  the  b idd ing m ethods to  be used fo r 
a l l  lease  sa les to  be h e ld  d u rin g  the  c u rre n t and n e x t tw o succeeding 
c a le n d a r yea rs ;

(3 ) th e  reasons a p a r t ic u la r  b idd ing m ethod has been selected .
(f ) T h e  com m iss ione r m ay  issue o i l and gas leases on s ta te  land  to 

the  h ighest re spon s ib le  q u a li fie d  b idde r de te rm ined  by com petitive 
b idd ing unde r re g u la t io n s  adopted by the com m iss ioner. B id d in g  m ay 
be by sea led  b id  o r accord ing to  any  o th e r b idd ing procedure the com-
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O r i g i n a l  s p o n s o r :  T h e  S e n a t e  S p e c i a l  C o m m i t t e e
o n  O i l  a nd  G as

BY THE SENATE S P E C IA L
1 IN  THE SENATE COMMITTEE ON O I L  AND GAS

2 CS FOR SENATE B I L L  NO. 1 8 2  (O&G)

3 IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA

4  F IFTEEN TH  LEG IS LA TU RE  -  F I R S T  S E SS IO N

5 A B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  t h e  w r i t t e n  f i n d i n g s  r e q u i r e d  f o r

7 c e r t a i n  s t a t e  o i l  a n d  g a s  l e a s e  s a l e s . "

8 BE I T  ENACTED BY THE LEG ISLATURE  OF THE STATE OF ALASKA :

9 *  S e c t i o n  1 .  AS 3 8 . 0 5 . 0 3 5 ( e )  i s  am en d e d  t o  r e a d :

1 0  ( e )  U p o n  a  w r i t t e n  f i n d i n g  t h a t  t h e  i n t e r e s t s  o f  t h e  s t a t e  w i l l

1 1  b e  b e s t  s e r v e d ,  t h e  d i r e c t o r  m a y ,  w i t h  t h e  c o n s e n t  o f  t h e  c om m is -

1 2  s i o n e r ,  a p p r o v e  c o n t r a c t s  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f

1 3  a v a i l a b l e  l a n d ,  r e s o u r c e s ,  p r o p e r t y  o r  i n t e r e s t s  i n  t h e m ,  a n d ,  i n

1 4  a d d i t i o n  t o  t h e  c o n d i t i o n s  a n d  l i m i t a t i o n s  im p o s e d  b y  l a w ,  may  im p o s e

1 5  a d d i t i o n a l  c o n d i t i o n s  o r  l i m i t a t i o n s  i n  t h e  c o n t r a c t s  a s  t h e  d i r e c t o r

1 6  d e t e r m i n e s ,  w i t h  t h e  c o n s e n t  o f  t h e  c o m m i s s i o n e r ,  w i l l  b e s t  s e r v e  t h e

1 7  i n t e r e s t s  o f  t h e  s t a t e .  A c o n t r a c t  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r

1 8  d i s p o s a l  o f  a v a i l a b l e  l a n d  o r  a n  i n t e r e s t  i n  l a n d  i s  n o t  l e g a l l y

1 9  b i n d i n g  o n  t h e  s t a t e  u n t i l  t h e  c o m m i s s i o n e r  a p p r o v e s  t h e  c o n t r a c t  b u t

2 0  i f  t h e  a p p r a i s e d  v a l u e  i s  n o t  g r e a t e r  t h a n  $ 5 0 , 0 0 0  i n  t h e  c a s e  o f  t h e

2 1  s a l e  o f  l a n d  o r  a n  i n t e r e s t  i n  l a n d ,  o r  $ 5 , 0 0 0  i n  t h e  c a s e  o f  t h e

2 2  a n n u a l  r e n t a l  o f  l a n d  o r  i n t e r e s t  i n  l a n d ,  t h e  d i r e c t o r  m ay  e x e c u t e

2 3  t h e  c o n t r a c t  w i t h o u t  t h e  a p p r o v a l  o f  t h e  c o m m i s s i o n e r .  B e f o r e  a

2 4  p u b l i c  h e a r i n g ,  i f  h e l d ,  o r  i n  a n y  c a s e  n o  l e s s  t h a n  2 1  d a y s  b e f o r e

2 5  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f  a v a i l a b l e  l a n d ,  p r o p e r t y ,  r e -

2 6  s o u r c e s ,  o r  i n t e r e s t s  i n  t h e m ,  t h e  d i r e c t o r  s h a l l  m a k e  a v a i l a b l e  t o

2 7  t h e  p u b l i c  a  w r i t t e n  f i n d i n g  t h a t  s e t s  o u t  t h e  f a c t s  a n d  a p p l i c a b l e

2 8  l a w  u p o n  w h i c h  t h e  d e t e r m i n a t i o n  t h a t  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s -

2 9  p o s a l  w i l l  b e s t  s e r v e  t h e  i n t e r e s t s  o f  t h e  s t a t e  was b a s e d .  A w r i t t e n

SB0182b -1- CSSB 182(0&G)



f i n d i n g  i s  n o t  r e q u i r e d  b e f o r e  t h e  a p p r o v a l  o f

( 1 )  a  c o n t r a c t  f o r  a  n e g o t i a t e d  s a l e  a u t h o r i z e d  u n d e r  

AS 3 8 . 0 5 . 1 1 5 ;

( 2 )  a  l e a s e  o f  l a n d  f o r  a  s h o r e  f i s h e r y  s i t e  u n d e r  AS 3 8 . -

0 5 . 0 8 2 ;

( 3 )  a  p e r m i t  o r  o t h e r  a u t h o r i z a t i o n  r e v o c a b l e  b y  t h e  com ­

m i s s i o n e r ;

( 4 )  a  m i n e r a l  c l a i m  l o c a t e d  u n d e r  AS 3 8 . 0 5 . 1 9 5 ;

( 5 )  a  m i n e r a l  l e a s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 5 ;  [O R ]

( 6 )  a  p r o d u c t i o n  l i c e n s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 7 ; o r

( 7 )  a n  o i l  o r  g a s  l e a s e  s a l e  u n d e r  AS 3 8 . 0 5 . 1 8 0 ( d ) ,  i f  

w i t h i n  3 6  m o n t h s  b e f o r e  t h e  l e a s e  s a l e  a  w r i t t e n  f i n d i n R  u n d e r  t h i s

s u b s e c t i o n  h a s  b e e n  made f o r  t h e  a r e a  o f  t h e  p r o p o s e d  l e a s e  s a l e .
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Introduced: 3/12/87 5-0732AReferred: Senate Special Committee onOil & Gas, Resources &Finance

BY  THE SENATE S P E C IA L
1 IN  THE SENATE COMMITTEE ON O I L  AND GAS

2 SENATE B I L L  NO. 1 8 2

3 IN  THE LEG ISLA TURE  OF THE STATE OF ALASKA

4 F IFTEEN TH  LEG IS LA TURE  -  F I R S T  SE SS IO N

5 A B I L L

6 F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  s t a t e  o i l  a n d  g a s  l e a s e  s a l e s . "

7 BE I T  ENACTED BY THE LEG IS LA TURE  OF THE STATE OF ALASKA :

8 *  S e c t i o n  1 .  AS 3 8 . 0 5 . 0 3 5 ( e )  i s  am end e d  t o  r e a d :

9 ( e )  U p o n  a  w r i t t e n  f i n d i n g  t h a t  t h e  i n t e r e s t s  o f  t h e  s t a t e  w i l l

1 0  b e  b e s t  s e r v e d ,  t h e  d i r e c t o r  m a y ,  w i t h  t h e  c o n s e n t  o f  t h e  c om m is -

1 1  s i o n e r ,  a p p r o v e  c o n t r a c t s  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f

1 2  a v a i l a b l e  l a n d ,  r e s o u r c e s ,  p r o p e r t y  o r  i n t e r e s t s  i n  t h e m ,  a n d ,  i n

13  a d d i t i o n  t o  t h e  c o n d i t i o n s  a n d  l i m i t a t i o n s  im p o s e d  b y  l a w ,  may im p o s e

1 4  a d d i t i o n a l  c o n d i t i o n s  o r  l i m i t a t i o n s  i n  t h e  c o n t r a c t s  a s  t h e  d i r e c t o r

15  d e t e r m i n e s ,  w i t h  t h e  c o n s e n t  o f  t h e  c o m m i s s i o n e r ,  w i l l  b e s t  s e r v e  t h e

16  i n t e r e s t s  o f  t h e  s t a t e .  A c o n t r a c t  f o r  t h e  s a l e ,  l e a s e ,  o r  o t h e r

1 7  d i s p o s a l  o f  a v a i l a b l e  l a n d  o r  a n  i n t e r e s t  i n  l a n d  i s  n o t  l e g a l l y

18  b i n d i n g  o n  t h e  s t a t e  u n t i l  t h e  c o m m i s s i o n e r  a p p r o v e s  t h e  c o n t r a c t  b u t

19  i f  t h e  a p p r a i s e d  v a l u e  i s  n o t  g r e a t e r  t h a n  $ 5 0 , 0 0 0  i n  t h e  c a s e  o f  t h e

2 0  s a l e  o f  l a n d  o r  a n  i n t e r e s t  i n  l a n d ,  o r  $ 5 , 0 0 0  i n  t h e  c a s e  o f  t h e

2 1  a n n u a l  r e n t a l  o f  l a n d  o r  i n t e r e s t  i n  l a n d ,  t h e  d i r e c t o r  may e x e c u t e

2 2  t h e  c o n t r a c t  w i t h o u t  t h e  a p p r o v a l  o f  t h e  c o m m i s s i o n e r .  B e f o r e  a

2 3  p u b l i c  h e a r i n g ,  i f  h e l d ,  o r  i n  a n y  c a s e  n o  l e s s  t h a n  2 1  d a y s  b e f o r e

2 4  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s p o s a l  o f  a v a i l a b l e  l a n d ,  p r o p e r t y ,  r e -

2 5  s o u r c e s ,  o r  i n t e r e s t s  i n  t h e m ,  t h e  d i r e c t o r  s h a l l  m ak e  a v a i l a b l e  t o

2 6  t h e  p u b l i c  a  w r i t t e n  f i n d i n g  t h a t  s e t s  o u t  t h e  f a c t s  a n d  a p p l i c a b l e

2 7  l a w  u p o n  w h i c h  t h e  d e t e r m i n a t i o n  t h a t  t h e  s a l e ,  l e a s e ,  o r  o t h e r  d i s -

2 8  p o s a l  w i l l  b e s t  s e r v e  t h e  i n t e r e s t s  o f  t h e  s t a t e  w as  b a s e d .  A w r i t t e n

2 9  f i n d i n g  i s  n o t  r e q u i r e d  b e f o r e  t h e  a p p r o v a l  o f
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1  ( 1 )  a  c o n t r a c t  f o r  a  n e g o t i a t e d  s a l e  a u t h o r i z e d  u n d e r

2  AS 3 8 . 0 5 . 1 1 5 ;

3 ( 2 )  a  l e a s e  o f  l a n d  f o r  a  s h o r e  f i s h e r y  s i t e  u n d e r  AS 3 8 . -

4  0 5 . 0 8 2 ;

5 ( 3 )  a  p e r m i t  o r  o t h e r  a u t h o r i z a t i o n  r e v o c a b l e  b y  t h e  com -

6 m i s s i o n e r ;

7  ( 4 )  a  m i n e r a l  c l a i m  l o c a t e d  u n d e r  AS 3 8 . 0 5 . 1 9 5 ;

8 ( 5 )  a  m i n e r a l  l e a s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 5 ;  [O R ]

9 ( 6 )  a  p r o d u c t i o n  l i c e n s e  i s s u e d  u n d e r  AS 3 8 . 0 5 . 2 0 7 ; o r

1 0  ( 7 )  a n  o i l  o r  R a s  l e a s e  s a l e  u n d e r  AS 3 8 . 0 5 . 1 8 0 ( d ) ,  i f

1 1  w i t h i n  3 6  m o n t h s  b e f o r e  t h e  l e a s e  s a l e  a  w r i t t e n  f i n d i n g  u n d e r  t h i s

12  s u b s e c t i o n  h a s  b e e n  m ade  f o r  t h e  a r e a  o f  t h e  p r o p o s e d  l e a s e  s a l e  o r

f o r  a n  a r e a  t h a t  i s  c o n t i g u o u s  w i t h  o r  a d j a c e n t  t o  t h e  a r e a  o f  t h e

14  p r o p o s e d  l e a s e  s a l e .

9
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U E M im iE N T  OF NATURAL RESOURCES
O F F I C E  O F  T H E  C O M M I S S I O N E R

STEVE COWPER, GOVERNOR

400 WILLOUGHBY AVE. 
JUNEAU, ALASKA 99801-1796 
PHONE: (907) 465-2400

March 24, 1987

The Honorable Bettye Fahrenkamp, Chair 
Senate Special Committee on Oil and Gas 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Senator Fahrenkamp:

Subject.-. Senate Bill 182, which would allow the Department 
of Natural Resources to streamline procedures for exempt 
acreage oil and gas lease sales.

Position: The Department of Natural Resources supports this
bill, with a slight change in wording, because it would 
promote early exploration of state lands previously leased 
or adjacent to existing oil and gas leases or discoveries. 
Early exploration of exempt acreage will result in earlier 
receipt of lease bonus and rental payments and, in the event 
of a discovery, earlier receipt of royalties ar.u taxes.

Background: Exempt acreage oil and gas lease sales are
allowed under AS 38.05.180(d). To qualify, acreage must 
have previously been subject to an oil and gas lease, 
contiguous to land under an oil and gas lease, or adjacent 
to land where a commercial oil or gas discovery has been 
made.

Exempt sales need not be listed on the formal five-year 
leasing schedule presented to the Legislature each January. 
Exempt sales are requested by the oil and gas industry when 
a genuine interest in leasing and exploring the area exists.

The department receives at least two or more requests for 
exempt sales each year. Before an exempt acreage sale can 
be held, just as for all other state oil and gas lease 
sales, Division of Oil and Gas staff are required by 
AS 38.05.035(e) to prepare a written finding that the 
proposed sale is in the state's best interest.

Since exempt sales are for previously leased acreage or for 
areas adjacent to leased acreage, written findings for the 
already leased areas are revised slightly to serve as the

10-J9LH
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exempt acreage sale finding. However, since exempt acreage 
written findings are prepared by existing staff, they can 
only be completed as time is available.

This bill would allow the findings previously prepared for 
the general sale area, if completed within 36 months of the 
exempt sale, to meet the best interest finding requirement 
for the proposed exempt sale.

Recommendation: Delete lines 13 and 14, page 2 and the word
"or" at the end of line 12, page 2. This will clarify the 
intent of the bill.

Conclusion; By streamlining the exempt sale process, 
additional exempt sales could be offered each year and less 
time would elapse between the sale request and the sale. 
Early exploration of exempt acreage land would be 
encouraged. Public notice requirements would still be in 
effect, as would all other oil and gas lease sale 
requirements.

Please let me know if you would like additional information 
about our oil and gas lease sale process.

cc; Committee Members 
George Sullivan 
Rod Swope
Commissioner Collinsworth, DF&G 
Commissioner Kelso, DEC



FURTHER: FINANCE

S E N A T E  C O M M I T T E E  R E P O R T

3/25/87 DATE TURNED INTO OFFICE_________

Mr. President:

RESOURCES Committee considered SB 182

state oil and gas lease sales.

and recpmmended:

[\A replace with CS FOR S @ >  V ~ L ^ ( ) ) IfV^same title
[ j or adopt   CS FOR /  ) sfL-^new title

[ ] attached amendment(s) and 

< f ^ d o  pass 

] do not pass 

] no recommendation 

] individual recommendations 

] further referral to

] letter of intent adopted

Committee [ ] attached or [ adop ted fiscal note(s) 
[ ] new ] updated or [UT  previous

[ ] fiscal impact

OTHER RECOMMENDATIONS



S E N A T E  C O M M I T T E E  R E P O R T

Date of ' b !  1*1 /0 “1 5-DAY NOTICE
IN ACCORDANCE "WITH" W l F C R M  RULE 23 d i? c httd pt? gF U R T H E R : S O U R C E S

**FISCAL NOTE(S) ATTACHED ** r
IN ACCORDANCE WITH AS 24.OS.035 
(see below)

3/12/87 DATE TURNED INTO_OFFICE__ ^  M i n
Mr. President: **

Senate Sp. Com Oil & Gas Committee considered__________ SB 182_____

state oil and gas lease sales.

FIRST COMMITTEE OF REFERRAL

and recommended:

[ X  replace with CS / $ 2 -  j  [] same title

.............................. " : 7  par n e w  title
[ ] attached amendment(s) and

do pass

] do not pass

1 no recommendation

individual recommendations

) further referral to___________________________________________

] letter of intent adopted and attached

** Committee 0 3  attached or [ ] adopted fiscal note(s)[ / ]  zero [ ] fiscal impact

OTHER RECOMMENDATIONS

Chairman signature and v^fcommendati'on
( ] Committee Backup Attached




